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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLORADO

civilActionNo.1Q cv O_6

BRADLEY SMITH derivaively on behalf of OFPNHEiMER QUEST FOR VALUE

FUNDS

PIainff

OPPENHEIMERFUNDS DISTRIBUTOR INC

MATTHEW FINK tswrcotiRT
PHIWP GRIFFITHS DEWERCOLDADO

MARY MILLER
JOEL MOTLEY MAR 2010

MARY ANN TYNAN
GRORY LANGHAM

BRIAN WRUBLE CLERK

DAVID DOWNES
RUSSELL REYNOLDS JR
WILLIAM GAVIN
THOMAS COURTNEY
LACY HERRMANN
and

JOHN MURPHY

Defendants

and

OPPENHEIMER QUEST FOR vALUE FUNDS

Momma Defendant

VERIFIED DERIVATIVE COMPLAINT AND DEMAND FOR JURY TRiAL

VERIFIED DERIVATIVE COMPLAINT

Plaintiff through his attorneys dcrivatively on behalf of Oppenheimer Quest for

aluc Funds the Trust makes the following allegations for his complaint The allegations

are based upon personal knowledge as to plaintiff and his own acts and as to other matters
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pr1 information i.ind heief based upon an investigation conducted by his attorneyS which

included review of the Trusts regulatory filings

NATURE OF THE ACTION

The Trust nominal defendant herein is registered with the Securities and

Exchange Commission as series-type open-end management investment companycommonly

referred to as mutual hinds Thisis derivative lawsuit brought on behalf of the Trust alleging

wrongdoing by defendants who are trustees of the Trust and the priacipa distributor/underwriter

of shares of the Trust Plaintiff owns shares in the Trust

Plaintiffs claims are based on defendants contrnued provision and approval of

payments from Trust assets of asset-based compensation to broker-dealer firms that hold Trust

shares in brokerage accounts contrary to the Investment Advisers Act of 1940 Advisers Act

the Investment Company Act of 1940 ICA and Financial Planning Association SEC 482

F.3d 481 D.C Cii 2007 Defendants ongoing provision and approval of these payments in

violation of law is unlawfully depleting the assets of the Trust

Under the federal securities laws broker-dealers advising customers may only

receive corr.pensation from transactional commissions based on the purchase or sale of

securities and may not lawfully receive asset-based compensation ongoing payments not

related to uansactions but instead calculated as percentage of average daily net value of assets

held in customer accounts hereinafter referred to as Asset-Based Compensation To receive

Asset-Based Compensation broker-dealer firm must be registered as an investment adviser

under the Advisers Act known as dual registrant and offer an advisory account as

CC2a3855.Doc



ppased brokerage account to hold the sharesi.e accotait tha provides the client vith

the investor protections and benefits of the Advisers Act

In violation of those laws the Trust and its djstrjbutor/upderwnter are paving

Asset-Based Compensation to broker-dealers with respect to rtutuai fund shares held in

brokerage accounts rather than advisory accounts These payments are financed from daily

deductions from the Trusts assets

ifliS action SCCKS deciaratory and ulJuncuve reef to terminate Ltie trust

unlawful payments of Asset-Based Compensation on shares held in brokerage accounts

restitution to the Trust from the distributor/underwriter of past unlawful payments and damages

from the Trustees
resulting from their breaches of the fiduciary duties of loyalty and due care and

... 4-rnLLh VcSjfl Gi itS OSSeLS

JURISDICTION AND VENUE

This Court has federal question subject matter jurisdiction over all claims asserted

herein pursuant to 15 U.S.C 80a-43 and 28 U.SC 1331 and 1337 because each claim

involves issues arising under the ICA and the rules and regulations thereunder and this Court

has supplemental jurisdiction pursuant to 28 U.S.C 1367a This action is not collusive one

to confer jurisdiction that the Court would otherwise lack

This Court has personal jurisdiction over each of the defendants because the

Trusts principal place of business is located within this District and all of the defendants have

conducted business in this District including business relating to the claims herein being asserted

on behalf of the Trust

OC26355.c3c



Venue is proper inthis Court
pursuant to 2S U.S.C 1391b2 and IS U.S.C

80a-43 because the Trust maintains its
headquarters within this District and because many of the

acL cuniphuned of herein occurred in this District

THE PARTIES

10 Plaintiff Bradley Smith is resident of North Carolina Plaintiff is invested in

Class shares of the Oppenheiier Small- Mid-Cap Fund series of the Trust and is

therefore shareholder in the Trust Plaintiff has beer rharehelder the Trust rcajnuousJr

since June 2006 Plaintiffs shares are held in brokerage account al Merrill Lynch Pierce

Fenner Smith Incorporated

Nominal defendant the Trust is Massachuses business trust The Trust

maintains its princiDal place of business at 6803 Tucson Way Centennial CO 80112-3924

The Trust is classified under the ICA as series-type open-end management investment

company and issues shares in three series or portfolios Oppenheimer Small- Mid-Cap

Value Fund Oppenheimer Quest Opportunity Value Fund and Oppenheimer Quest Balanced

Fund the Funds As of April 30 2009 the Trust held net assets of S5.79S billion

12 Defendant Matthew Fink is current trustee of the Trust He has served since

2009 and has been classified by the Trust as an independent board member for purposes of the

ICA Mr Fi1Lk was employed by the lnvestment Company Institute the trade association and

lobbying organization for the mutual fund industry from 1971 to 2003 and served as its

President from 1991 to 2003



11 Defendant
Phillip Griffkhs is current trustee of the Trust He has served

since 2009 and has been classified by the Trust as an independent board member for purposes of

the ICA

Defendant Mary Miller is current trustee of the Trast She has served since

2009 and has been classified by the Trust as an independent board member for purposes of the

ICA

i5 Defendant Joel Motley is current trustee roe Trust He has served since

2009 and has been classified by the Trust as an independent beard member for purposes of the

ICA

16 Defendant Mary Ann Tynan is current trustee of the Trust She has served since

2X9 nd ias been classified by the Trust as an independent board member for purposes of the

ICA

17 Defendant Joseph Wikier is current trustee of the Trust He has served since

2009 and has been classified by the Trust as an independent board member for purposes of the

ICA

Defendant Peter Wold is current trustee of the Trust He has served since

2009 and has been classified by the Trust as an independent board member for purposes of the

ICA

19 Defendant Brian Wruble is current trustee of the Trust He has served since

2001 and has been classified by the Trust as an independent board member for purposes of the

ICA Mr Wruble has served as Chairman of the Trusts Board of Trustees since 2005



20 Defeidant David Dow nes is current trustee of the Trust He has served since

2105 and has been classified by the Trust as an independent board member for purposes of the

ICA

Defendant Russell ReynoUs Jr is current trustee of the Trust He has served

since 2009 and has been classified by the Trust as a-n interested board member for purposes of

the CA

Defendant William Giavjn is current trustee of the Trust He has served since

2009 and has been classified by the Trust an interested beard member for purposes of the

ICA

23 Defendant Thomas Courtney is former trustee of the Trust He served

between 1987 and 2009 and was classified by the Trust as an independent board member for

purposes of the ICA

24 Defendant Lacy Herrmarmn is former trustee of the Trust She served between

1987 and 2009 and was classified by the Trust as an independent board- member for purposes of

the ICA

25 Defendt John Murphy is former trdstee of the Tr.ist He served between

2005 and 2009 and was classified by the Trust as an interested board member for purposes of

the ICA The defendants referenced in 9J 12-25 are referred to
collectively herein as the

Trustee Defendants

26 Defendant OppenhejrnerFunds Distributor Inc OppenhejmerFunds

Distributor is New York
corporation with its

principal place of business at 225 Liberty Street

11th Floor World Financial Center New York NY 10281-1008 and
mailing address of



8O3 South Tucson Way Centennial CO 80 12 OpperiheimerFunds Distributor is wholly-

owned
subsidiary of OppenheimerFunds inc. which in turn is majority-owned by Massachusetts

Mutual Life lnsurance Company MassMutual Oppenheimer-Funds Distributor acts as the

principal underwriter/distributor for shares in the Trust OppenheimerFunds Distributor is

broker-dealer member of the Financial Industry Regulatory Authority FINRA formerly known

tut NASD Pursoant to distribuiion agreement with the Trust OppertheimerFnds Dctributor

eners rntn selling agreemerts with retail broer-deajers who act an agency capacity for

OppenheimerFuns Distributor and the Trust in the- distribution of shares of the Trust to

members of the public

STATUTORY AND REGULATORY BACKGROUND
RROKER..DEAL ARE PROflBrrfl FROM RECEIVING ASSET-BASEDCOMPENSATION WITH RESPECT TO BROKERAGE ACCOUNTS

27 Pursuant to the ICA and SEC Rule 38a-1 promulgated thereunder see 17 C.F.R

27O.38a- the trustees of mutual fund series have primary responsibility to ensure

compliance with the federal Securities laws by service providers acting on behalf of the mutual

funds such as the funds distributor and investment manager The Advisers Act is one of the

federal securities laws that the trustees are required to enforce See 17 C.F.R 270.38a-ie1

defining Federal Securities Laws to include the Advisers Act

28 The Advisers Act mandates certain disclosure liability record keeping and

conflict management requirements to protect the clients of professional investment advisers

Unless
statutory exclusion applies the Advisers Act applies to full service broker-dealer firms

Broker-dealer firms are regulated by the Securities Exchange Act of 1934 which definesbroker as any person engaged in the business of
effecting transactions in securities for theaccount of others and dealer as any person engaged in the business of buying and sellingsecunties for such persons own account through broker or otherwise 15 U.S.C

1flO2385snocJ



because thoe firms make securities recommendations conduct
suitability reviews and

otherwise provide investment advice to their customers See Section 202al 15 U.S.C

8Db-2 iIn vestment udiser defined as any person who ftr comoensatjon engages in thc

business of advising others as to the value of securities or as to the advisability of investing

in purchasimt or sc1Iixg securities broker-dealer firm may comply with the Advisers Act

by restenn2 as an investment adviser firm that is registered as broker-dealer and as an

.-r ...iS1 .5 Le .L tJ G.S LL.U

29 Broker-dealers may avoid Advisers Act regulation if statutory exclusion applies

Pursuant to what is known as the Broker-Dealer Exclusion the Advisers Act excludes from the

definition of investment adviser any broker or dealer whose performance of such services

fadce1 is
solely incidental to the conduct of his business as broker or dealer and who receives

no special compensation therefor 15 U.SC 80b-2l lC
30 The Broker-Dealer Exclusion amounts to recognition that brokers and dealers

commonly give certain- amount of advice to their customers in the course of their regular

business and that it would be inappropriate to bring them within the scope of the Act

merely because of this
aspect of their business Opinion of the General counsel Relating To

Section 202aJJC of the Investment Advisers Act of 1940 Investment Advisers Act Release

No OcL 28 1940 Ii Fed Reg 10996 Sept 27 1946

31 The term special compensation means any form of compensation other than

transactional commissions See Rep No 76-1775 76th Cong 3d Sess 22 1940 section

78ca4A 5A Firms acting as broker are commonly referred to as brokeraae firms or
broker-dealers
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22a of the Advisers Act applies to broker-dealers insofar as their advice is merely

incidental to brokerage transactions for which they receive only brokerage commissions

lemphasis added Accordingly Asset-Based Compensation is Thpecial conlpensation under the

\tttute becaice it is not transactional commission

32 As result of the Broker-Dealer Exclusion the form of compensation that

broker-dealer receives on partixlar customer account is tvicaly determinative of what law

eoverris the account Accounts maintained by the broker-dealer that are subject to the Advisers

Act are commonly referred to as advisory accounts Accounts excluded from the Advisers

Act and subject only to broker-dealer regulation the Securities Exchange Act and FINRA rules

are known as brokerage accounts broker-dealer that is not thial registrant cannot offer

advisory accounts

33 That clear distinctiona broker-dealer offering brokerage accounts can receive

only transactional commissions while an investment adviser or dual registrant offering

advisory accounts can receive Asset-Based Compensation or hourly feesworked well for

decades following the enactment of the Advisers Act.2

34 By the 1990s the lines had blurred Many broker-dealers were holding their

representatives out to the public as trusted advisers rather than as mere stockbrokers or product

pushers even though they were not registered as investment advisers Moreover with roaring

See Certain Broker-Dealers Deemed Not To Be Investment Advisers SEC Release No 34-
51523 70 Fed Reg 20424 Apr 19 2005 2005 Final Rule Release Many broker-dealers
are also

registered with us as advisers because of the nature of the services they provide or the
form of compensation they receive Until recently the division between broker-dealers and
mvestrnent advtsers was fairly clear and the regulatory obligations of each fairly distinct Of
late however the distinctions have begun to blur raising difficult questions regarding the

application of statutory provisions written by Congress more then half century ago.

flfl263WsDOc1



hail market increasing the value of customers accounts many in the broker-dealer industry

bccamc dissatisfied with the Broker-Dealer Exclusions bar on Asset-Based Compensation Yet

most broker-dealers avoided becoming dual registrants offrring advisory accounts because the

fiduciary standard of care reouired under the Advisers Act is higher than the salesman standard

under the Exchange Act and FINRA rules for broker-dealers and brokerage accounts.3

35 In the 1990s the htoker-dealer industry convinced the SEC that it would be good

pcv for hrker-dealers to be abie to receie Asset-Based Compensation on brokerage

accounts primarily relying on the argument that AssetBased Compensation eliminated the

incentive to churn accounts for transactional commissions See e.g Report of the Committee

on Compensation Practices April 10 1995 known as the Tully Report available at

cgcy/news/stu4icbkromp.txt4

36 The SEC obliged by invoking another
statutory exclusionthe SEC Designates

Exclusion see 15 U.S.C 80b-21 1Fwhich allows the SEC to designate by regulation or

order such other persons not within the intent of this paragraph to be excluded from the

204-page SEC-sponsored report published on January 2008 authored by the RAND
Corporation titled Investor and Industry Perspectives on Investment Advisers and Broker-
Dealers available at www.sec.tov/news/press/iO08/78. .htm RAND Report coritarns

an extensive comparison of the legal duties owed by broker-dealers versus investment advisers
The RAND Report observes that unlike broker-dealers federally registered investment advisers
owe fiduciary obligations to their clients as categorical matter... such obligations require the

adviser to act solely with the clients investment goals and interests in mind free from any direct

or tndirect conflicts of interest that would tempt the adviser to make recommendations that
would also benefit him or her Report at 13 emphasis in original The RAND Report
notes that its discussion of the differences in regulation between broker-dealers and investment
advisers is by no means complete exegesis of the copious regulatory distinctions within these
fields which would require volumes RAND Report at

According to the Tully Report Itihe most important role of the registered
representative is after all to provide investment counsel to individual clients not to generate
transaction revenues The

prevailing commission-based compensation system inevitably leads to
conflicts of interest among the parties involved Id at

no2638ss.Doc 10



Ads isers Act Throceb series of no action positions and crnporary regulations culminating

with the promulgation of new regulation__SEC Rule 202al 1-I 17 C.F.R 275.2O2taXl

Ithe SEC used the SEC Desiiznatec Exclusion to authonze broker-dealers to receive Asset-

Based Comoensation with
respect to brokerage accounts

37 The Rule required broker-dealer firms as condition to their ability to receive

peciai CompensationS to infbrræ their customers that the rarcourit is brokerage account and

an ath kory cccunt and that arrangements ith people who cornpersae us based on what

you buy may create conflicts of interest among other disclosures See 17 C.F.R

275.202a1 1-I alii

38 The Rule was subsequently vacated in its entirety by the Court of Appeals for the

UC Crcuit in Financial Planning Assn 42 F.3d at 493 The court ruled that the SEC lacked

the authority to contradict the Broker-Dealer Exclusion and its prohibition on special

compensation id.6

The Final Ru Ic states that broker or dealer will not be deemed to be aui investment adviserbased solely on as receipt of
special compensation if certain disclosure and other conditions aremet and that broker or dealer is an investment adviser solely with

respect to those accountsfor which it prosides services or receives compensation that subject to the broker or dealer to theAdvisers Act See 17 C.ER 275.202a 11-I and

The
dissenting opinion agreed with the

majority that Asset-Based Compensation is specialcompensatIon Financial Planning Ass 482 F.3d at 494 The dissent also agreed with the
maJority that broker-dealer who receives any kind of compensation other than commissiondoes not come within the Exclusion even if he too provides advice solely as anincident to his business as broker-dealer Id However unlike the majority the dissentingjudge would have allowed the SEC to proceed under the SEC Designates Exclusion to authorizespecial compensation based on the judges view that the other persons language in the SEC
Designates Exclusion is ambiguous and that the SEC had made reasonable interpretation of its
rulemaking authority to classify broker-dealers that receive special compensation as otherpersons Id Therefore the Financial Planning Association decision reflects that the SEC theD.C Circuit court of Appeals majority and the dissenting judge were all in agreement thatAsset-Based Compensation is special compensation and that broker-dealers are prohibited bythe Advisers Act from

receiving such compensation unless SEC Rule 202ai 1-i was validexercise of SEC rulemaking authority

UO263X55DOC
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39 At the SECs request the court stayed its mandate for six months until October

2007 See 2007 US App LEXIS 15169 D.C Cir June 25 2007

40 Accordinely as of October 2007 broker-dealers can not receive Asset-Based

Corn ensarion with respect to brokerage accounts but must instead either receive their

compensation solely in the fbrm of transactional commissions or provide advisory accounts

uhject to the Advisers Act to hold the shares in which case Asset-Based Compensation may be

rete

The Trust And Its Board Have Primary Responsibility To Enforce

Compliance With The Advisers Act By OppenheimerFunds Distributor

And Its Agents The Retail Broker-Deaers

41 Mutual funds organized as trusts such as the Trust are governed by Board of

rustees As stated in Section 36a of the ICA and under governing state law mutual fund

directors and trustees have
fiduciary duty of care to the Trustthe highest standard of care

known in the law By reason of their positions as trustees the Trustee Defendants owed the

Trust and its shareholders fiduciary obligations of trust loyalty good faith and thie care and

were and are required to use their utmost ability to control and manage the Trust in fair just

honest and equitable manner

42 Section 36a also codifies that the service providers to an investment company

including the distributor/underwriter here OppetheimerFunds Distributor owe fiduciary

duty to the investment company and its shareholders The service providerswho already have

fiduciary duty to maximize income for their own shareholder in this case OppenheimerFunds

Iric.neverthejess must under the ICA act in the best interests of the mutual fund and its

shareholders which gives rise to an impossible conflict of interest Therefore the fundamental

1OCt2ô355.DOC 12



ppt iiid cire of the ICA is to require the independent buard membersthe only non

conflicted advocates lbr the fund and its shareholdersto actively police the service providers

compliance with their fiduciary duties to the hind and its shareholders

41 Since mutual fund operations are conducted entirely through its conflicted service

provdcrs an essential aspect of the boards fiduciary duty under The ICA is to oversee the

ompltance of service providers ith the federal securities laws including the Advisers Act as

suited by SEC Role 38a-I to ensure that shareholders are not harmed This watchdog rcile

imposed on mutual fund boards by- the ICA does not exist in any other
type of company in

.7

44 Rule 38a-1 was adopted following series of scandals that rocked the mutual

fund indistry in 2003 in which service providers to some mutual funds were discovered to be

making improper and illegal arrangements abusive to fund investors due to inadequate or

ineffective oversight by fund directors/trustees See Final Rule Promulgating Release No IC-

26299 2003 SEC LEX1S 2980 at Dec 17 2003 stating thai unlawful conduct involving

As explained by the Investment Company Institute Id the mutual fund industrys
Washington DC.-based lobbying organization Unlike the directors of other corporations
mutual fund directors are responsible for protecting consumers in this case the funds investors
This unique watchdog role which does not-exist in any other type of company in America
provides investors with the confidence of knowing that directors oversee the advisers who
manage and service their investments In particular under the Investment Company Act of
1940 the board of directors of mutual fund is charged with looking after how the fund operates
and overseeing matters where the interests of the fund and its shareholders differ from the
interests of its investment adviser or management company See Brochure titled

Understanding the Role of Mutual Fund Directors 1999 available at www.ici.org

The ICI also stated in its 1999 brochure Because mutual fund directors are in essence looking
out for shareholders money the law holds directors to very high standard of behavior in

carrying out their responsibilities They must act with the same degree of care and skill that

reasonably prudent person would use in the same situation or in connection with his or her own
money Lawyers call this being fiduciary or having fiduciary duty Id

OO2655DIjC 13



iunber uf fund advscrs broker-dealers and other service providers confirms the need for

these rules service providers placed the business rnterests of the fund adviser ahead

of the inlersts of fund shareholders thus breachin their fiduciary obligations to the ftiads

involved and their shareholders..8

45 In reaction to these scandals on December 24 2003 the SEC adopted new Rule

SSa- under the IC. which mabdates certain practices designed to strengthen the ability of

mutual fund boards to etIecrivelv exercise their duty to prevent detect and correct viofatios of

The federal securities laws by service prcviders

46 In particular Rule 38a-l requires the board of mutual fund to approve the

written compliance policies and procedures in place at each service provider including the

distributor that are reasonably designed to prevent detect and correct violations of the federal

securities laws including the ICA and the Advisers Act.9

47 Rule 38a- also requires the board to elect Chief Compliance Officer CCO
The CCO is required to provide an annual written report to the board that addresses the operation

of the compliance policies and procedures of the mutual find and each of its service providers

See also Special Report Breach of Trust BusinessWeek Dec 15 2003 available at

flutsinessweek.com The Mutual Fund Scandal Unfair Fight Newsweek Dec 2003
W.newsweek.comJjd/608I9 Alan Palmiter The Mutual Fund Board Failed
Experiment In Regulatory Outsourcing Brook Corp Fin Corn 165 Fall 2006
Patrick McCabe The Economics Of The Mutual Fund Trading Scandal Board of
Governors of the Federal Reserve System staff working paper 2009-06 available at

The
following deadlines were established in connection with the implementation of initial Rule

38a- board
approval of the compliance policies and procedures of the mutual fund and each of

its service providers was required by October 2004 the first annual review of the adequacyand effectiveness of the funds and service providers policies and procedures was due by April2006 and the first annual
report by the CCOto the board to address the results of the annual

compliance review was required by June 2006

14



The report nust also address any material compiince matter which is defined to include

iolation of the federal securities laws by the service provider or agents thereof See 17 C.F.R

c2i
48 In addition the CCO is required to meet in executive session with the independent

trustees at least once each year without the presence of anyone else such as fund management

interested trustees other than independent counsel to the independent trustees This allows

te CCC independent trustees to speak freely aboit aoy sensitive compliance issues of

concern to any of them including any reservations about the-
cooperativeness or compliance

practices of fund management or service providers

49 Accordingly the Trustee Defendants have primary responsibility for service

providers compliance with the federal securities laws including cortpliance with the

requirements of the Advisers Act as applicable in connection with the distribution of Trust

shares The Trustee Defendants were required to review and approve the compliance policies

and procedures in place at OppenheimerFunds Distributor The Trustee Defendants were

required to hold formal annual board reviews since at least June 2006 in which the Trustees

were required to evaluate the adequacy and effectiveness of OppenheimerFunds Disiributors

compliance procedures

50 The Trusts CCO
reports directly to the Trusts Board of Trustees The CCO is

required to make annual compliance reports to the Board of Trustees including reports of any

material compliance matters facing OppenheimerFunds Distributor and the retail broker-

dealers that act as sub-agents for OppenheimerFunds Distributor including specifically any

issues concerning compliance with the Advisers Act The CCO is also required to meet at least

6355.DOC 15



tnnuifly executive sessions with the independent Trustees to discuss material compiance

matters

DEFENDANTS DUTY TO COMPLY WITH TI ADVISERS ACT

The Trust has elected to act as the distributor of its own shares See SEC Rule

12b-1 17 C.F.R 270.12b-Ia2 company will be deemed to be acting as distributor of

ecunties of which it is the issuer if it engaes directly or indirectly in fiflanCmg ion

ivitiesf The Trust is financing distribution activities ncluding making compensation

payments to broker-dealers for sales of Trust shares and for on-going servicing of shareholders

out of Trust assets as allowed by SEC Rule 12b-l Rule 12b-l is silent on the form of

compensation The Trust is financing both transactional commissions and payments of Asset

Based Compensation to broker-dealers out of its assets

52 Because the Trust has elected to act as the distributor of its own shares

OppenheimerFunds Distributor is
acting on behalf of the Trust on an agency basis Pursuant to

contractual commitment in the distribution agreement between the Trust and OppenheimerFinds

Distributor the Trust pays Asset-Baserj Compensation to OppenheimerFunds Distributor in

turn OppenheirnerFunds Distributor sub-appoints retail broker-dealer firms such as Merrill

Lynch to distribute Trust shares and receive compensation for servicing shareholders on an

agency basis on behalf of the Trust again because the Trust has elected to act as distributor of

its own shares The Asset-Based Compensation is calculated based on the average daily net

asset values of the particular shares held by each respective sub-agent broker-dealers customer

O2355Docl
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accounts hoJding Trust shares In addition OppenheimerFunds Distributor makes tevenue

sharin pavnients to broker-dealers based on daily net asset values of shares held in customer

accounts These payments are ongoing which means that they continue to be made to the

particatar broker-dealer for as iorg as the shareholder owns Trust shares held in an account

serviced by that broker-dealer

53 Since October 2007 the Trust and OppenheirnerFunds Distributor have

continued to make ttnlawful Asset-Based Compensation payments with respect to Trust shares

held in brokerage accounts in the language of SEC Rule 38a-i these violations of theAdvisers

Act by the Trusts service provider OppenheimerFunds Distributor and its agents the retail

bcoker-dealers constitute Material Compliance Matter that the Trust is obligated to prevent

d- nd coect.1 In other words by authorizing payments in violation of the Advisers Act

the Trust and the board are in violation of their obligations under the ICA to police for violations

of the Advisers Act

54 These unlawful payments of Asset-Based Compensation to broker-dealers in

connection with brokerage accounts improperly deplete the assets of the Trust and deprive Trust

shareholders of the protections and benefits of the advisory accounts to which they are entitled

under
applicable law

For example in the fiscal year ending October 31 2009 the Trust funded payments-of
approximately $8.3 million in Asset-Based Compensation to broker-dealers pursuant to Rule
2b- distribution plan for Class shares

Moreover Rule 2b- also requires the Trustees to review at least quarterly written report
of the amounts so expended and the

puiposes for which such expenditures were made thus

providmg the board with numerous additional opportunities to ascertain that Asset-Based

Compensation was improperly being paid in connection with brokerage accounts

OO2855.DOC 17



55 Specifically in the period from July 22 2005 the effective deic of the disclosure

requirements of SEC Rule 202aIl-l2 to September 30 2007 the Trustee Defendants failed

iri ascertain whether OppenheirnerFunds Distributor had compliance policies arid procedures in

place to ensure that broker-dealers receiving Asset-Based Compensation payments in connection

with Trust shares held in brokerage accounts that were opened in that period were in compliance

vith the conditions set forth in fomer SEC Rule 2Q2aU-l for receipt of such compensation

In the period Irom October 20U7 to present the Trustee Defendants failed to ascertain whether

ppenheimerFunds Distributor had compliance policies and procedures in place to ensure that

Asset-Based Compensation is paid only to registered investment advisers or broker-dealers that

arc dual registrants and that Trust shares upon which such compensation is paid are held in

advisory accounts governed by the Advisers Act

56 One way to maintain compliance with Section 36a and SEC Rule 38a-1 is to

promptly void unlawful contractual commitments The drafters of the TCA anticipated this need

by including Section 47b in the ICA 15 U.S.C 80a-46b which provides that either party

to contract that is made or whose performance involves violation of ICA or of any

rule regulation or order thereunder may request court to void the contract or partial

rescission if the lawful portion may be severed from the unlawful portion of the contract

57 Together the foregoing provisions of the Advisers Act and the ICA prohibit

broker-dealers advising shareholders of mutual funds from receiving Asset-Based Compensation

on brokerage accounts and make it the affinnative obligation of the boards of mutual funds to

The Final Rules revised disclosure requirements applied to brokerage accounts opened on or
after July 22 2005 for which broker-dealers were relying on the new rule to receive special
compensation See 70 Fed Reg 20424 20441 Apr 19 2005
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/cace twIlpiiciiwC including pursuing legal actions to void the funds contractual commitments

to pay such illegal compensation

ADDITIONAL DERIVATIVEANDDEMAD REQUIREMENT ALLEGATIONS

58 fri addition to the allerations set forth above as described below plaintiff brings

this action derivatively in the right and for the benefit of the Trust to redress injuries
suffered and

to be suffered by the Trust as direct result of the violations of law by OpperiheimerFunds

Dshtor an the Tristee Defendants for wttich demand on the Trusts Board of Trustees as

made The Trust is named as nominal defendant solely in derivative capacity

59 Plaintiff will adequately and fairly represent
the interests of the Trust and its

shareholders in enforcing and prosecuting their rights

60 Through his attorneys plaintiff made demand on the Trusts Board of Trustees

By letter dated January 2009 plaintiff
demanded that the board cause the Trust and its service

providers to cease funding and paying Asset-Based Compensation to broker-dealers in

connection with Trust shares held in brokerage accounts in the United States to restore to the

Trust certain of such payments made in the past and to remedy the Trustees breaches of their

Oduciary duties of loyalty and due care and their waste of Trust assets See Exhibit

61 By email dated April 2009 attaching letter dated March 31 2009 counsel to

the Trustees of the Trust stated that the trustees retained independent counsel to advise them in

connection with your letter and they have established special committee to consider the issues

you raised We expect that the special committee will investigate those issues and will report its

conclusions to the board in due course See Exhibit
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62 By letter dated September 17 2009 plaintiffs counsel requested an update on the

hoards consideration of plaintiffs demand setter See Exhibit

6T Ey letter dated September 22 2009 the Trastees counsel reported that the

hoards special committees investigation has not yet concluded and that plaintiffs counsel

Thay be contacted by the independent counsel to the special committee Schulte Roth Zabel

prior to cnrripeticn of th committees asSignment See Exhibit No such contact

LCU rred

64 By teuer dated November 12 2009 the secretary to the Trust forwarded to

phintiffs counsel copy of resolution adopted by the board of the Trust stating that the board

in the exercise of its business judgment and in light
of its fiduciary

duties under state and

iirai law has concluded not to take the actions recommended 10 it in the Milberg Letter See

Exhibit

65 The boards response to the demand is wrongful refusal to act for the reasons

stated in this complaint and no business judgment is involved in the decision to continue

violating the federal securities laws ifl any event the federal policies underlying the claims

asserted herein preempt any state law grounds for terminating this litigation Accordingly the

preecm ion of these claims on shareholder derivative basis is appropriate

FIRST CAUSE OF ACTION

Contract Voiding Pursuant to Section 47b of the ICA

Against Defendant OppenheimerFunds Distributor

66 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein
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67 Section 7b of the ICA provides that contract made in violation of the ICA or

whose performance involves or will involve in the future violation of the ICA or any rule or

regulation thereunder is unenforceable by either party and provides for whole or partial

rescission and restitution

68 fundamental purpose and structure of the ICA is to require independent board

membersthe only non-confiict advocates for the Trust and its shareholdersto activey

police the service providers compliance with their fiduciary duties to the Trust and ts

shareholders as reflected in ICA Section 36a and SEC Rule 38a- promulgated thereunder

69 The Trust has elected to act as distributor of its own shares and has contractual

commitments to pay OppenheimerFunds Distributor and its sub-agents the retail broker-dealers

Asset-Based Compensation in connection with Trust shares held in brokerage accounts These

payments violate the Advisers Act one of the federal securities laws that the Trust and its board

are required to enforce

70 By the plain language of SEC Rule 38a- it is the responsibility
of the board to

police the service providers including OppenheimerFunds Distributor and their agents the

retail broker-dealers that act on its behalf who are receiving compensation from the Trust for

compliance with the federal securities laws When there is an actual violation of the Advisers

Act by OppenheimerFands Distributor or its agentsa Material Compliance Matter in the

language of SEC Rule 38a-l-----then the board is compelled to act to correct the violation

Therefore voiding or reforming any contract containing payment provisions that violate the

federal securities laws Material Compliance Matters is not merely an option for the board but

an affirmative obligation
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The Trust is obligated to void the broker-dealer compensation provisions in

Dictribution Agreement between the Trust and OppenheimerFunds Distributor because

rertrrnance involves violations of the ICA and SEC Rule 38a-l By authorinng payments in

violation of the Advisers Act the Trust and the board are in violation of their obligations
under

thc ICA to police for violations of the Advisers Act by the Trusts service providers and agents

Vt ervicC provders

72 Past Lminwftd paymnis to GppenheimerFds Disribotor ai so-ageflS

pursuarn to the Distribution rement constitute unjust enrichment to be restituted to the Trust

by OpperheirnerFunds Distributor as follows for the period July 22 2005 to September 30

2007 the amount of past payments of Asset-Based Compensation to OppenheimerFunds

DsbLltor and/or its sub-agents in connection with Trust shares held in brokerage accounts in

which the requirements of former SEC Rule 202a1 1-I were not satisfied and for the period

Ocor 2007 to present the amount of Asset-Based Compensation in connection with

Trust shares held in brokerage accounts paid to OppenheimerFunds Distributor and/or its sub-

agents

SECOND CAUSE OF ACTION

Breath of Contract Against Defendant OppenbeinierFunds Distributor

73 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein

74 The Trust has elected to act as distributor of its own shares and has distribution

agreement with OppenheimerFunds Distributor and its sub-agents the retail broker-dealers for

providing service to shareholders on an agency basis on behalf of the Trust and for payment -of
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compensation from Trust assets to OppenheimerFunds Distributor and the sub-agent retail

broker-dealers En the distribution agreement OppenheirnerFunds Distributor on behalf of itself

and its subagent broker-dealers warrants that it will comply with the federal securities laws

75 En material breach of its contractual promise OppenheimerFunds Distributor

receives Asset-Based Compensation from the Trust in connection with Trust shares held in

brokerage accounts at its sub-agnt retail broker-dealers in violation of the Advisers Act in

further breach of its contractual pcrriise to abide by the ederi securtier

OppenheimerFunds Distributor makes payments of Asset-Based Compensation to the- subagent

retail broker-dealers who maintain brokerage accounts holding Trust shares in violation of the

Advisers Act

76 To be in compliance with the Advisers Acts OppenheirnerFunds Distributor and

its sub-agent retail broker-dealers are required to either hold Trust shares in advisory

accauntc not brokerage accounts in order to lawfully receive Asset-Based Compensation or ii

receive transactional commissions only

77 As result of OppenheimerFunds Distributors breaches there has been per se

waste of Trust assets for illegal payments causing harm to the Trust and its shaitholders In

addition OppenheimerFunds Distributors breaches of contract caused Trust shareholders to be

deprived of advisory accounts subject to the investor protections and benefits of the Advisers

Act

78 The Trusts damages equal for the period of July 22 2005 to September 30

2007 the amount of past payments of Asset-Based Compensation to OppenheimerFunds

Distributor and/or its sub-agents in connection with Trust shares held in brokerage accounts in
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which the requirements of former SEC Rule 202al 1-I were noi satisfied and for the period

of October 2007 to present the amount of Asset-Based Compensation in connection with

Trust shares held in brokerage accounts paid during the period to OppenheimerFunds Disttibutor

and/or its sub-agents

THIRD CAUSE OF ACT1O1

Breach of Fidueiary Duty Against The Trustee Defendants

79 Paintiff incorporaies by reference each of the foregcng allegations as if fully

stated herein

80 The Trustee Defendants ase fiduciaries of the Trust and of all of its shareholders

and owe them the duty to conduct the affairs of the Trust loyally faithfully carefully diligently

ard pi-udcntiy This cause of action is asserted based upon the Trustee Defendants acts in

violation of state law which acts constitute breach of fiduciary duty

81 Each of the Trustee Defendants
participated in the acts of mismanagement alleged

herein or acted in reckless
disregard of the facts and law -known to them and failed to exercise

due care to prevent the misuse -of Trust assets The Trustee Defendants became aware or should

have become aware through reasonable inquiry of the facts alleged herein including among

others the deficiencies in the compliance policies and procedures of the Trust and its service

providers permitting unlawful payments of Asset-Based Compensation to broker-dealers in

connection with Trust shares held in brokerage accounts The Trustee Defendants thereby

breached their duty of care and
loyalty to the shareholders of the Trust by failing to act as

ordinary prudent persons would have acted in like position
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82 Each of the Trustee Defendants also engaged in an intentional dereliction of duty

and demonstrated conscious disregard for his or her responsibilities
The Board of Trustees

had an affirmative duty to rnvestgate the lenality of the broker-dealer compensation payments

including through mandated quarterly reviews of 12b-1 fee payments annual compliance

reviews of service providers and responding to material compliance matters as defined by

SEC Rule 38i- including deterrhining whether Trust shares were held in brokerage accounts

The Trustee Defendants thereby acted had faith to the shareholders of he Tnst by faiirg to

act as ordirary prudent persons
would have acted in like position

83 As result of the foregoing the Trust has suffered considerable damage to and

material diminution in the value of its assets paid as illegal compensation to OppenheimerFunds

Distributor and its sub-agents

84 Each of the Trustee Defendants singly and in concert engaged in the aforesaid

conduct in reckless disregard and/or intentional breach of his or her fiduciary duties to the Trust

85 Plaintiff on behalf of The Trust seeks declaratory and injunctive
relief and

damages and other relief for the Trust as hereinafter set forth

FOURTH CAUSE OF ACTION

Waste of Trust Assets Against the Trustee Defendants

86 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein

87 As result of authorizing
unlawful Asset-Based Compensation to be paid from

Trust assets to OppenheimerFunds Distributor and its sub-agents and by failing to properly

consider the interests of the Trust and its shareholders by failing to conduct proper supervision
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the Trustee Defendants have caused per Sc waste of valuable Trust assets through illegal

payments from Trust assets

As result of the waste of Trust assets the Trustee Defendants are liable to the

Trust

89 The Trust has no adequate remedy at law

PRAYER FOR RELIEF

WHEPFORE plaintiff demands judgment on behalf of the Trust as foflows

Determining that this action is proper derivative action maintainable

under law that the demand requirement was satisfied and that demand was wrongfully refused

Against each Defendant for restitution and/or damages in favor of the

Trust and its shareholders

Declaratory and injunctive relief as permitted by law including attaching

impounding imposing constructive trust on or otherwise restricting the Asset-Based

Compensation previously paid to OppenheimerFunds Distributor and enjoining
the Trust and

OppenheimerFunds Distributor from any further payments of Asset-Based Compensation to

broker-dealers in connection with Trust shares held in brokerage a.nonts in th LTnited States

Awarding pre-judgment interest on all monetary damages

Awarding plaintiff the costs and disbursements of this action including

reasonable attorneys accountants and experts fees and

Granting such other and further relief as this Court may deem just and

proper

JURY TRIAL DEMANDED

Plaintiff hereby demands trial by jury
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DATED March 19 2010

Respectfully submitted

si Jeff Chase

Jeffrey Chase

Andrew Myers

JACOBS CHASE FRJCK KLEINKOPF KELL EY LLC

105117th Street Ste 1500

Denver CO 80265

Telephone 303-685-4800

Fax 303-685-4869

E-mail jchase@jac0bSChaSCC0m

amyers@jacobschase.com

Michael Spencer

Janine Poflack

MILBERG LLP

One Pennsylvania Plaza

New York NY 10119

Telephone 212-594-5300

Fax 212-868-1229

E-mail mspencer@milberg.COm

jpollack@inilberg.com

Lee Weiss

ROWNE WOODS GEORGE LLP

49 West 37th SI l5thFl

New York NY 10018

Telephone 212-354-4901

Fax 212-354-4904

E-mail lweiss@bwgfirm-cOm

Ronald Uitz

UITZ ASSOCIATES

1629 Street NW Ste 300

Washington DC 20006

Telephone
202-296-5280

Fax 202-521-0619

E-mail ron877@yah00.COm

C2b355.LOC
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Alfred Yates Jr

LAW OFFICE OF ALFRED YATES JR P.C

519 Allegheny Building

429 Forbes Ave.

Pittsburgh PA 15219

Telephone 41 239i -5164

412-471-1033

E-mail yatedaw@aoi.com

ATTORNEYS FOR PLAINTIFF
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frJEW YORK

MftBERG ILP

Michae Spencer

Direct Dial 212-946-9450

rThrpPm11Derg.COTt

January 2OC9

Board of Trustees

Oppenheimer Quest for Value Funds

6803 STucson Way
Centennial CO 801 l23924

Re Shareholder Demand For Cessation

and Restoration of Certain Paments to Broker-Dealers

er Members of the Board of Trustees

This letter is shareholder demand that the Board of Trustees of Oppenheimer Quest for

Value Funds the Trust immediately cause the Trust to cease funding and permitting
the

payment of ongoing non-transactional asset-based compensation Asset-Based CompensationT

brcker-dealers in connection with Trust shares held in brokerage accounts in the United States

and take all necessary and reasonable steps to restore to the Trust all payments of such Asset-

Based Compensation in the past

This letter is submitted on behalf ufBradlcy Smith who owns Class shrzes Othe

Oppenheimer Small- Mid-Ca Fund QSCCX which is one of three portfolio that comprise

the Funds His shares are held in brokerage account at Merrill Lynch

The TIusthaS elected to act as distributor of shares of which it is the issuer Pursuant to

written dietmibetion plans adopted by the Board the Trust pays for distribution-related services

from the Trusts assets including payments of Asset-Based Compensation to broker-dealers

The Trust has appointed OppenheimerFunds Distributor Inc OFD as the Trusts

ezclusive agent forperfonning distribution-related services either directly or through third

parties Distribution agreements between the Trust and QFD authorize payments
of Asset-Based

Compensation to broker-dealers These payments arc set- at an annual percentage rate of average

daily net asset values of shares of the Trust and are disbursed quarterly For exampi in the

fiscal year ending October 312007 the Trust funded payment of approximately S72 million in

Asset-Based Compensation to broker-dealers pursuant to distribution plan for Class shares

One rzusyIvr.sa hzi .Iew York NY 10 1065 212 594 5300 22 865-229 www miIbcorr



January .S 2009

Page

Additional Asset-Based Compensation payments to broker-dealers are described as revenue

sharing payments

Payment of Asset-Based Compensation to broker-dealers in connection with brokerage

accounts is unlawful under the hwestment Advisers Act tf 1940 as confirmed in Fin.7ncia

Planning Arxodation SEC 482 F.3d 481 DC Cir 2007

Smith asserts that present and former Trustees acted with malfeasance and/or failed to

properly exercise adequate oversight in approv ng o.thwfui Asset-Based Ccmpenaticn to

broker-dealers which caxised waste a2td injury to the Trust and reduced shareholders investment

rcturns

Smith thrnands that the Board of Trustecs

Cause the Trusttoceasefunding or permitting payments of Asset-Based

Compensation to broker-dealers in connection with shares of the Trust held in brokerage

ccounts in the United States and terminate or reform all distribution plans and distribution

agreements by which the Trust funds or permits such unlawful payments

Take all reasonable and necessary steps including litigation to restore to the

Trjt all payments of Asset-Based Compensation to broker-dealers in connection with shares of

tre Tnist hold in brokerage accounts in the United States including but not limited to obtaining

recovery from present and fbrmer Trustees of the Trust and/or OFD

We respectfully request response to this demand within 60 days If satisfactory

rsrcers is not received we intend to commence derivative action on behalf of the Trust

Sincerely

Michael Spencer

Certified Mail

Return RcceiptRequested

Milberg LLP



Oppenheimer Small- and Mid-Cap Value Fund Page of

Spencer Michael

From Feiman Ronald M. Rfelman@KRAMERLEVIN.comj

Sent Thursiay Apnl 02 2009 1208 PM

To Spencer Michael

Subject OppentEirner Small-and Mid-Cap Value Fund

Attachments XL242598804v2First_Responseo_Milberg_Demad.je_SMidCap_F11fld.DOC$

Foflowing the formation of special committee of the board of trustees on March 27 2009

242596804-v FirstResponsejo_M be Demand SMidcap_FuricLDOCu

Ronald NI Feirnan

Partner

Kramer Levir Naftalis Frankel LLP

1177 Avenue of the Americas

New York New York 10036

Tel 212-715-9550

fax 212-715-8250

Email P.FeimanKRAMEP.LEVIN.com

-.tto//www.krarmrtevncorn

IRS Circular 230 disclosure To ensure compliance with requirements imposed by the IRS we inform you that tax

advice contained in this communication including unless otherwise provided any attachments was not intended or

written to be used and cannot be used for the purpose ofi avoiding tax-related penalties under the internal Revenue

Code orii promoting marketing or recommending to another party any matters addressed herein

This communication including any attachments is Intended solely for the recipients named above and may contain lnformeton that is

ccnklentia privileged or legally protected Any unauthorized use or disseminebon of this communication Is strictty prohibited If yot have received

this commurbcat-on in error please immediately notify the sender by return e-mail message and deete all copies of the original Communication

Thank you for your cooperation

1120/2010



KRAMER LEVIN NAFTALIS FRANKEL LL

March 312009

VIA EMAIL AND FIRST CLASS MAII

Michael Spencer

Milberg LLP

One Pennsylvania Place

New York NY 0119-0165

Re Qpponheixncr Ouest for Value Funds

Trusti on behalf of its series Openh
Small- MidCapYaIue Fund thc Fud

Dear Mr Spencer

We are counsel to the trustees of the Trust and we are writing to respond to your

letter dated January 2009 concerning certain payments to broker-dealers The trustees retained

independent
counsel to advise them in connection with your letter and they have established

special
committee to consider the issues you raised We expect

that the special
committee will

investigate those issues and will report
its conclusions to the board in due course in the

meantime if you would like to discuss this matter please
do not hesitate to contact me

Very truly yours

Ronald Feirnazi

177 AVVfUOFflLA.U.CAS rWYoRXNY 0036.-2714 h0NE 212.75.910O FAXZI2.75J000 WWxAtELIM
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NEW YQRI

WII up TAMPA

DETROIT

Michaiel Spencer

Direct Da 212-94--945O

mspflbo

September 172009

MAJJ ANI FiRST CLASS MA1I

Ronald hL Feiman Esq

Kiames LcvhNaftalis Frankel LU
1177 Avenue of the Americas

New YorklqY 10036-2714

Re Oppenheimer Gold Secia1 Minerala Fund

Ri Oppenheimer Quest for Value Funds

Dear Mr Feiznan

have not received any couespondence from you since your Marvh 312009 letter

reporting that independent counsel had been retained and special committees established by the

trustees of the respective tuists capti3ned
above consider the issues raised by my clients

shartho1der1Tnd 1etters

Pleascict me know if we should expect anyrusponse or crnrneni from the Boards

concerthig the substantive merits of the proposed thigations

Sincerely

f4_

Michael .Spmcer

One Pennylvas Merz New York New YoIc W119 T21234.S3OO- 212J68i229 mberg.com



FRAMER LEVIN NAFTALIS FRANKEL LLP

September 22 2009

VIA EMAIL M4P FIRST CLASS MA1i

Michae Spencer

Milberg LLP

3ic Peiisy1vania Place

New York NY 10119-0165

Re OphimeT Qest for Vale FuBda the Trust

on behalf of its series Oppenheimer Small- Mj
Cap Value Fund the FunI

Dta ivi Spencer

In respOnSe to your letter dated September 17 2009 we can inform you
that at its

regularly scheduled board meeting last week the special committee that bad been appointed to

ficw the issues you raised iayour previous letters to the Fund reported on the status of its

jrvotition which has not yet concluded You may be contacted by the independent
counsello

the reial committee Scinilte Roth Zabel LLP prior to the completion of the committees

assignment

Very truly yours

Ronald Feiman

1177 VZ$U1 QIrTULAIJIRCe.$ NrVYOX WY 10036-2714 PWI 212.715.9100 PAX212.l15 B000 m.WM1RLVlN

z.so1 47 AVVIUlOQit 751101 PAIlS PIlliCZ



Oppenheimer Sntall Mid-Cap Value Fund

Series of Oppenheimer Quest fir Value Funds

6803 Sooth iucsOfl WaY
CentennaI Colorado e0112

qoben Zack

Secretary

November 122009

Via Fax and

Certzjitd Mail

Return Receip Regisesed

Michael Spencer

Milberg LLP

One Pennsylvania Plaza

New York NY 10119-0165

Dear Mr Spencer

As Secretary of Oppenheimer Small Mid-Cap Value Fund series of Oppenheimer Quest for

Value Funds the Fund have been instructed by the Trustees of the Fund to advise

you that the Board of Trustees has received and reviewed your letter dated January 82009 and

at meet J2g
of the Board of Trustees on this date has taken the action set forth in the attached

resolutions duly adopted by the Board at its meeting

Very truly yours

4d2
RobertO Za
Secretary

Attachment

cc Board of Trustees Oppenheimer Quest for Value Funds

Ronald Feiman Esq

MilbctgLP-QUt VüFunds.2tI2.O940C



The Board of the Oppenheimer Quest tbr Value Funds the Trust on behalf of its

series 1ow1rasOppenhe1fl Small- Mid-Cap Value Fund the Fund adopts the

following preamble
and resolutionS

WHES on or about Jazuel7 2009 Milberg LI sent letter to the Board

on behalf of shareholder oithc Fund demanding thai the Board Cause the

jFundj to cease funding or permitting payments of Asset-Based Compensation to

bokeal1th shares of the hald in brokerage
acconnts

in the United States and terminate orrefona all distribution plans and dtribnti11

agreements by-which the lFund funds or permits
such unlawful payments and

Take alireasonable and necessary steps including litigatios to restore to the

tFund all payments of Asset-Based Compensation to broker-de in

connection with shares of the iFunds held in brokerage accounts in the United

States including but not limited to obtaining recovery from present nd former

Tmstecs of the and/or hd Funus Distributor Inc the

Milberg1.etter and

WHEREAS the Board formed special litigation committee the Committee

to investigate the allegations raised in the Milberg Letter and appointed MaIy Ann

Tynan Trustee of the Trust who is not an interested person as defined by the

Investment Company Act of 1940 the 1940 Act as the sole member of the

Committee and

WBERF-4S the Comnniittee retained Schulte Roth Zabel LLP szto

represent
and advise the Conunittee in its investigation

and review of the mattes

set forth in the Milberg Letter and

WWERE4S 4ilbexg LI filed complaint against among others

FrdTelflPIntOfl Distributots Inc in the United States District court for the

Northern ndctofCa1if0T San Francisco Division captioned
Smith it

FrarJdwreflPktofl
LisribzdOT$ Inc index No 09-cv-4775 the Franklin

Complaint which contains allegations
similar to those raised in the Milberg

Letter and

WhEREAS SRZ provided report to the Committee the SRZ Report

analyzing
the demands set forth in the Milberg Letter and in the Franklin

Complaint

WHERK4S the SRZ Report was reviewed and considered by the Committee

with SRZ and presented
to the Board by Ms Tynan and

WEIS the Board has discussed the SRZ Report and considered the

recommendations of the Committee with respect
to the Milberg Letter

NOW THEBBFORI BE IT

DOC D-1 ei 1654.3



RESOLVED that based on the SRZ report
and the recommendation of the

Committee the Board including each member of the Board who is not an

interested person as defmed by the 1940 Act ofthe Trust in the exercise of its

business judgment and in light of its fiduciary duties under state and federal law

has concltdcd not to take the actions recommended to itin the Milbeg Letier

and further

RESOLVED that the of the Tr.ist be and hereby is authorized and

directed to prepare
with the advice of legal counsel and to senda response

to

Milberg LLP informing Milbcrg LLP of the deterlzlaIiOU of the Board with

respect to the Milberg Letter

DOCIO-IiO1543



OppenheimerFunds
The Right Way to Invest

OppenheimerFunds Inc

Two World Financial Center

225 Liberty Street

New York NY 10281-1008

www.oppeiiheimerfunds.com

March 25 2010

Office of Applications and Report Services

Securities and Exchange Commission

100 Street N.E

Washington D.C 20549

Re Civil Action Document Filed on Behalf of OppenheimerFunds Distributor Inc

File No 8-22992 and Oppenheimer Gold Special Minerals Fund

File No 811-3694

To the Securities and Exchange Commission

Enclosed for filing on behalf of Oppenheimer Gold Special Minerals Fund registered

management investment company the Fund OppenheimerFunds Distributor Inc OFDIthe

Funds general distributor and certain of the Funds current and retired Trustees directors pursuant

to Section 33 of the Investment Company Act of 1940 is copy of the complaint in Smith OFDI

et alCase No 10-CV-00655USDC COthe Civil Action The Civil Action purports to

be derivative action brought against certain Trustees of the Fund and OFDI and names the Fund as

nominal defendant collectively the OppenheimerFunds defendants The Civil Action states that

the plaintiff was shareholder of the Fund The enclosed complaint was filed on March 19 2010

and was served on certain OppenheimerFunds defendants on March 24 2010

Veiy truly yours

Mitchell Lindauer

Vice President

Assistant General Counsel

212 323-0254

fax 212 323-4070

miindaueroppenheirnerfunds.com

I\LEGAL\Litigation\SEC Filings\Smith.Gold Special Minerals Initial Complaint.doc



IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLORADO

Civil ActiQ CV 006 KMT
BRADLEY SMITH derivatively on behalf of OPPENHEIMER GOLD SPECIAL
MINERALS FUND

Plaintiff

OPPENHEIMERFUNDS DISTRIBUTOR INC
BRIAN WRUBLE
DAVID DOWNES
MATTHEW FINK
PHILLIP GRIFFITHS
MARY MILLER
JOEL MOTLEY

DNERCOURTMARY ANN TYNAN
JOSEPH WIKLER

MAR 92010PETER WOLD
JOHN MURPHY and

RUSSELL REYNOLDS RGOR
LANCHAM

Defendants

and

OPPENHEIMER GOLD SPECIAL MINERALS FUND

Nominal Defendant

VERIFIED DERIVATIVE COMPLAINT AND DEMAND FOR JURY TRIAL

VERIFIED DERIVATWE COMPLAINT

Plaintiff through his
attorneys derrvatively on behalf of Oppenheimer Gold

Special Minerals Fund the Trust makes the
following allegations for his complaint The

allegations are based upon personal knowledge as to plaintiff and his own acts and as to other

matters upon information and belief based upon -an investigation conducted by his attorneys

which included review of the Trusts
regulatory filings

00263857D0C



NATURE OF THE ACTION

The Trust nominal defendant herein is registered with the Securities and

Exchange Commission as an open-end management investment company-_commonly referred

to as mutual fund This is derivative lawsuit brought on behalf of the Trust alleging

wrongdoing by defendants who are trustees of the Trust and the principal distributor/underwriter

of shares of the Trust Plaintiff owns shares in the Trust

Plaintiffs claims are based on defendants continued provision and approval of

payments from Trust assets of asset-based compensation to broker-dealer firms that hold Trust

shares in brokerage accounts contrary to the Investment Advisers Act of 1940 Advisers Act

the Investment Company Act of 1940 ICAand Financial Planning Association SEC 482

F.3d 481 D.C Cir 2007 Defendants ongoing provision and approval of these payments in

viola ion of law is unlawfully depleting the assets of the Trust

Under the federal securities laws broker-dealers advising customers may only

receive compensation from transactional commissions based on the purchase or sale of

securities and may not lawfully receive asset-based compensation ongoing payments not

related to transactions but instead calculated as percentage of average daily net value of assets

held in customer accounts hereinafter referred to as Asset-Based Compensation To receive

Asset-Based Compensation broker-dealer firm must be registered as an investment adviser

under the Advisers Act known as dual registrant and offer an advisory account as

opposed to brokerage account in which to hold the sharesi.e an account that provides the

client with the investor protections and benefits of the Advisers Act

OO26387.DOC



In violation of those laws the Trust and its distributor/underwriter are paying

Asset-Based Compensation to broker-dealers with respect to mutual fund shares held in

brokerage accounts rather than advisory accounts These payments are financed from daily

deductions from the Trusts assets

-6 This action seeks declaratory and injunctive relief to terminate the Trusts

unlawful payments of Asset-Based Compensation on shares held in brokerage accounts

restitution to the Trust from the distributor/underwriter of
past unlawful payments and damages

from the Trustees resulting from their breaches of the fiduciary duties of loyalty and due care -and

their wasting of Trust assets

JURISDICTION AND VENUE

This Court has federal question subject matter jurisdiction over all claims asserted

herein pursuant to 15 U.S.C SOa-43 and 28 U.s.C 1331 and 1337 because each claim

involves issues
arising under the ICA and the rules and regulations thereunder and this Court

has supplemental jurisdiction pursuant to 28 U.S.C 1367a This action is not collusive one

to confer jurisdiction that the Court would otherwise lack

This Court has personal jurisdiction over each of the defendants because the

Trusts principal place of business is located within this District and all of the defendants have

conducted business in this District including business relating to the claims herein being asserted

on behalf of the Trust

Venue is proper in this Court pursuant to 28 U.S.C 1391b2 and 15 U.S.C

80a-43 because the Trust maintains its headquarters within this District and because many of the

acts complained of herein occurred in this District
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THE PARTIES

10 Plaintiff Bradley Smith is resident of North Carolina Plaintiff owns Class

shares of the Trust Oppenheimer Gold Special Minerals Fund Plaintiff has been

shareholder in the Trust continuously since June 2006 Plaintiffs share are held in

brokerage account at Merrill Lynch Pierce Fenner Smith Incorporated

II. Nominal defendant the Trust is Massachusetts business trust The Trust

maintains its principal place of business at 6803 Tucson Way Centennial CO 80112-3924

The Trust is classified under the ICA as an open-end management investment company As of

December 31 2008 the Trust held net assets of $1 .376 billion

12 Defendant Brian Wruble is current trustee of the Trust He has served since

2005 and has been classified by the Trust as an independent board member for purposes of the

JCA Mr Wruble has served as Chairman of the Trusts Board of Trustees since 2007

13 Defendant David Downes is current trustee of the Trust He has served since

2007 and has been classified by the Trust as an independent board member for purposes of the

ICA

14 Defendant Matthew Fink is current trustee of the Trust He has served since

2005 and has been classified by the Trust as an independent board member for purposes of the

ICA Mr Fink was employed by the Investment Company Institute the trade association and

lobbying organization for the mutual fund industry from 1971 to 2003 and served as its

President from 1991 to 2003
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15 Defendant Phillip Griffiths is current trustee of the Trust He has served

since 1999 and has been classified by the Trust as an independent board member for pirposes of

the ICA

Defendant Mary Miller is current trustee of the Trust She has served since

2004 and has been classified by the Trust as an independent board member for purposes of the

CA

Defendant Joel Motley is current trustee of the Trust He has .served since

2002 and has been classified by the Trust as an independent board member for purposes of the

ICA

18 Defendant Mary Ann Tynan is current trustee of the Trust She has served since

2008 and has been classified by the Trust as an independent board member for purposes of the

ICA

19 Defendant Joseph Wikier is current trustee of the Trust He has served since

2005 and has been classified by the Trust as an independent board member for purposes of the

ICA

20 Defendant Peter Wold is -a current trustee of the Trust He has served since

2005 and has been classified by the Trust as an independent board member for purposes of the

ICA

21 Defendant John Murphy is current trustee of the Trust He has served since

2001 and has been classified by the Trust as an interested board member for purposes of the

ICA
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22 Defendant Russell Reynolds Jr is current trustee of the Trust He has served

since 1989 and has been classified by the Trust as an interested board member for purposes of

the ICA The defendams referenced in 12-22 are referred to collectively herein as the

Trusiee Defendants

23 Defendant OppenheimerFunds Distributor Inc OppenheimerFunds

Distributor is New York corporation ith its principal place of business at 225 Liberty Street

Nh Floor World Financial Center New York NY 10281-1008 and mailing address of

6803 South Tucson Way Centennial CO 80-112 OppenheimerFunds Distributor is -a wholly

oied subsidiary of OppenheimerFunds Inc which in turn is majority-owned by Massachusetts

Mutual Life Insurance Company MassMutual OppenheimerFunds Distributor acts as the

principal underwriter/distributor for shares in the Trust OppenheimerFund-s Distributor is

bruke--dealer member of the Financial Industry Regulatory Authority FINRA formerly known

as NASD Pursuant to distribution agreement with the Trust OppenheimerFunds Distributor

enters into selling agreements with retail broker-dealers who act in an agency capacity for

OppenheimerFunds Distributor and the Trust in the distribution of shares of the Trust to

members of the public

STATUTORY AND REGULATORY BACKGROUND

Broker-Dealers Are Prohibited From Receiving Asset-Based

Compensation With Respect To Brokerage Accounts

24 Pursuant to the ICA and SEC Rule 38a-l promulgated thereunder see 17 C.F.R

270.38a- the trustees of mutual fund series have primary responsibility to ensure

compliance with the federal securities laws- by service providers acting on behalf of the mutual

funds such as the funds distributor and investment manager The Advisers Act is one of the



federal securities laws that the Trustees are required to enforce See 17 C.F.R 270.38a-lel

defining Federal Securities Laws to include the Advisers Act

25 The Advisers Act mandates certain disclosure liability record keeping and

conflict management requirements to protect
the clients of professional investment advisers

Unless statutory exclusion applies the Advisers Act applies to full service broker-dealer firms

becitise those firms make securities recornmendaiions conduct suitability reviews and

oUtrwiSe provide Investment advice to their customers See Section 202all 15 U.S.C

SOb-2 ij investment adviser defined as any person who for compensation engages in the

business of advising others as to the value of securities or as to the advisability of investing

in pirchasing or selling securities broker-dealer firm may comply with the Advisers Act

by -registering as an investment adviser firm that is registered as broker-dealer and as an

mcnt adviser is commonly referred to as dual registrant

26 Broker-dealers may avoid Advisers Act regulation if statutory exclusion applies

Pursuant to what is known as the Broker-Dealer Exclusion the Advisers Act excludes from the

definition of investment adviser any broker or dealer whose performance of such services

is solely incidental to the conduct of his business as broker or dealer and who receives

no special compensation therefor 15 U.S.C 80b-21lC

27 The Broker-Dealer Exclusion amounts to recognition that brokers and dealers

commonly give certain amount of advice to their customers in the course of their regular

Broker-dealer firms are regulated by the Securities Exchange Act of 1934 which defines
broker as any person engaged in the business of

effecting transactions in securities for the
account of others and dealer as any person engaged in the business of buying and selling
securities for such persons own account through broker or otherwise 15 U.S.C
78ca4A 5A Firms acting as broker are commonly referred to as brokerage firms or
broker-dealers
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business and that it would be inappropriate to bring them within the scope of the Act

merely because of this aspect of their business Opinion of the General counsel Relating To

Seclion 202aJC of the Investment Advisers Act of 1940 Investment Advisers Act Release

No Oct 28 1940 Ii Fed Reg 10996 Sept 27 1946

28 The term special compensation means any form of compensation other than

transactional commissions See Rep No 76-1775 76th Cong 3d Sess 22 1940 section

201 11 of the Advisers Act applies to broker-dealers insofar as their advice is merely

incidental to brokerage transactions for which they receive only brokerage commissions

cmphasis added Accordingly Asset-Based Compensation is special compensation under the

statute because it is not transactional commission

29 As result of the Broker-Dealer Exclusion the form- of compensation that

hi oker-dealer receives on particular customer account is typically determinative of what law

governs the account Accounts maintained by the broker-dealer that are subject to the Advisers

Act are commonly referred to as advisory accounts Accounts excluded from the Advisers

Act and subject only to broker-dealer regulation the Securities Exchange Act and FINRA rules

are known as brokerage accounts broker-dealer that is not dual registrant cannot offer

advisory accounts

30 That clear distinctiona -broker-dealer offering brokerage accounts can receive

only transactional commissions while an investment adviser or dual registrant offering
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advisory accounts can receive Asset-Based Compensation or hourly feesworked well for

decades following the enactment of the Advisers Act.2

31 By the l990s the lines had blurred Many broker-dealers were hoiding their

representatives out to the public as trusted advisers rather than as mere stockbrokers or product

pushers even though they were not registered as investment advisers Moreover with roaring

hull market increasing the value of customers accounts many in the broker-deale industry

bccame dissatisfied with the Broker-Dealer Exclusions bar on Asset-Based Compensation Yet

must broker-dealers avoided becoming dual registrants offering advisory accounts because the

fiduciary standard of care required under the Advisers Act is higher than the salesman standard

rlethe Exchange Act and FINRA rules for broker-dealers and brokerage accounts.3

32 In the 1990s the broker-dealer industry convinced the SEC that it would be good

poiicy br broker-dealers to be able to receive Asset-Based Compensation on brokerage

accounts primarily relying on the argument that Asset-Based Compensation eliminated the

See Certain Broker-Dealers Deemed Not To Be Investment Advisers SEC Release No 34-

51523 70 Fed Reg 20424 Apr 19 2005 2005 Final Rule Release Many broker-dealers

are also registered with us as advisers because of the nature of the services they provide or the

form of compensation they receive Until recently the division between broker-dealers and

investment advisers was fairly clear and the regulatory obligations of each fairly distinct Of

late however the distinctions have begun to blur raising difficult questions regarding the

application of statutory provisions written by Congress more than half century ago.

204-page SEC-sponsored report published on January 2008 authored by the RAND
Corporation titled Investor and Industry Perspectives on Investment Advisers and Broker-

Dealers available at www.sec.gov/news/press/2008/2008- .htm RAND Report contains

an extensive comparison of the legal duties owed by broker-dealers versus investment advisers

The RAND Report observes that unlike broker-dealers federally registered investment advisers

owe fiduciary obligations to their clients as categorical matter. such obligations require the

adviser to act solely with the clients investment goals and interests in mind free from any direct

or indirect conflicts of interest that would tempt the adviser to make recommendations that

would also benefit him or her Report at 13 emphasis in original The RAND Report

notes that its discussion of the differences in regulation between broker-dealers and investment

advisers is by no means complete exegesis of the copious regulatory distinctions within these

fields which would require volumes RAND Report at
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incentive to churn accounts for transactional commissions See e.g Report of the Committee

on Compensation Practices April 10 1995 known as the Tully Report available at

33 The SEC obliged by invoking another statutory exclusionthe SEC Designates

Exclusion see 15 US.C 80b-2l lFwhich allows the SEC to designate by regulation or

order such other persons not within the intent of this paragraph to be excluded from the

Advisers Act Through series of no action positions and temporary regulations culminating

with the promulgation of new regulationSEC Rule 202aii-l 17C.F.R 275.202a1l-

-- the SEC used the SEC Designates Exclusion to authorize broker-dealers to receive Asset

Based Compensation with respect to brokerage accounts.5

34 The Rule required broker-dealer firms as condition 10 their ability to receive

special compensation to inform their customers that their account is brokerage account and

not an advisory account and that arrangements with people who compensate us based on what

you buy may create conflicts of interest among other disclosures Se 17 C.F.R

275.202a 11I ii

35 The Rule was subsequently vacated in its entirety by the Court of Appeals for the

D.C Circuit in Financial Planning Ass 482 F.3d at 493 The court ruled that the SEC lacked

According to the Tully Report most important role of the registered

representative is after all to provide investment counsel to individual clients not to generate
transaction revenues The prevailing commission-based compensation -system inevitably leads to

conflicts of interest among the parties involved Id at

The Final Rule states that broker or dealer will not be deemed to be an investment adviser

based solely on its receipt of special compensation if certain disclosure and other conditions are

met and that broker or dealer is an investment adviser solely with respect to those accounts

for which it provides services or receives compensation that subject to the broker or dealer to the

Advisers Act See 17 C.F.R 275.202a1l-1a1 and
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the authority to contradict the Broker-Dealer Exclusion and its prohibition on special

compensation id.6

36 At the SECs request thecourt stayed its mandate for six months until October

2007 See 2007 U.S App LEXIS 15169 D.c Cir June 25 2007

37 Accordingly as of October 2007 broker-dealers can not receive Asset-Based

Compensation with respect to brokerage accounts but must instead either receive their

compensation solely in the form of transactional commissions or provide advisory accounts

subject to the Advisers Act to hold the shares in which case Asset-Based Compensation may be

received

The Trust And Its Board Have Primary Responsibility To Enforce

Compliance With The Advisers Act By OppenheimerFunds
Distributor And Its AgeiitsTht Retail Broker-Dealers

38 Mutual funds organized as trusts such as the Trust are governed by Board of

Trustees As stated in Section 36a of the ICA and under governing state law mutual fund

directors and trustees have fiduciary duty of care to the Trustthe highest standard of care

known in the law By reason of their positions as trustees the Trustee Defendants owed the

The dissenting opinion agreed with the majority that Asset-Based Compensation is special

compensation Financial Planning Ass 482Y.3d at 494 The dissent also agreed with the

majority that broker-dealer who receives any kind of compensation other than commission

does not come within the Exciusioni even if he too provides advice solely as an

incident to his -business as broker-dealer id. However unlike the majority the dissenting

judge would have allowed the SEC to proceed under the SEC Designates Exclusion to authorize

special compensation based on the judges view that the other persons language in the SEC
Designates Exclusion is ambiguous and that the SEC had made reasonable interpretation of its

rulemaking authority to classify broker-dealers that receive special compensation as other

persons Id Therefore the Financial Planning Association decision reflects that the SEC the

D.C Circuit Court of Appeals majority and the dissenting judge were all in agreement that

Asset-Based Compensation is special compensation and that broker-dealers are prohibited by
the Advisers Act from receiving such compensation unless SEC Rule 202a 11-I was valid

exercise of SEC rulemaking authority
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Trust and its shareholders fiduciary obligations of trust loyally good faith and due care and

were and are required to use their utmost ability to control and manage the Trust in fair just

honest and equitable manzner

39 Section 36a also codifies that the service providers to an investment company

including the distributor/underwriter here OppenheimerFunds Distributor owe fiduciary

duty to the investment company and its shareholders The service providerswho already have

fiduciary duty to maximize income for their own shareholder in this case OppenheirnerFunds

Inc nevertheless must under the ICA act in the best interests of the mutual fund and its

shareholders which gives rise to an impossible conflict of interest Therefore the fundamental

purpose and structure of the ICA is to require the independent board membersthe only non-

conflicted advocates for the fund and its shareholdersto actively police the service providers

compliance with their fiduciary duties to the fund and its shareholders

40 Since mutual fund operations are conducted entirely through its conflicted service

providers an essential aspect of the boards fiduciary duty under the ICA is to oversee the

compliance of service providers with the federal securities laws including the Advisers Act as

stated by SEC Rule 38a- to ensure that shareholders are not harmed This watchdog role

imposed on mutual fund boards by the ICA does not exist in any other type of company in

America.7

As explained by the Investment Company Institute Id the mutual fund industrys

Washington D.C.-based lobbying organization Unlike the directors of other corporations

mutual fund directors are responsible for protecting consumers in this case the funds investors

This unique watchdog role which does not exist in any other type of company in America

provides investors with the confidence of -knowing that directors oversee the advisers who

manage and service Their investments In particular under the Investment Company Act of

1940 the board of directors of mutual fund is charged with looking after how the fund operates

and overseeing matters where the interests of the fund and its shareholders differ from the
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41 Rule 38a- was adopted following series of scandals that rocked the mutual

fund industry in 2003 in which service providers to some mutual funds were discovered to be

making improper and illegal arrangements abusive to fund investors due to inadequate or

ineffectivc oversight by fund directors/trustees See Final Rule Promulgating Release No IC-

26299 2003 SEC LEXIS 2980 at Dec 172003 stating that unlawful conduct involving

number of fund advisers broker-dealers and other service providers. confirms the need for

these rules. service providers placed the business interests of the fund adviser ahead of

the interests of fund shareholders thus breaching their fiduciary obligations to the funds involved

and their shareholders..8

42 In reaction to these scandals on December 24 2003 the SEC adopted new Rule

38a- under the ICA which mandates certain practices designed to strengthen the ability of

mutual fund boards to effectively exercise their duty to prevent detect and correct violations of

the federal securities laws by service providers

interests of its investment adviser or management company See Brochure titled

Understanding the Role of Mutual Fund Directors 1999 available at www.ici.org

The IC also stated in its 1999 brochure Because mutual fund directors are in essence looking

Out for shareholders money the law holds directors to very high standard of behavior in

carrying out their responsibilities They must act with the same degree of care and skill that

reasonably prudent person would use in the same situation or in connection with his or her own

money Lawyers call this being fiduciary or having .a fiduciary duty Id

See also Special Report Breach of Trust BusinessWeek Dec 15 2003 available at

ww.husrnessweek.com The Mutual Fund Scandal Unfair Fight Newsweek Dec 2003

wwwnewsweek.coflilid/60819 Alan Palmiter The Mutual Fund Board Failed

Experiment In Regulatory Outsourcing Brook Corp Fin -Corn 165 Fall 2006
Patrick McCabe The Economics Of The Mutual Fund Trading Scandal Board of

Governors of the Federal Reserve System staff working paper 2009-06 available at

www.federalresserve.gov
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43 In particular Rule 38a-l requires
the board of mutual fund to approve the

written compliance policies
and procedures in place at each service provider including the

distributor -that are reasonably designed to prevent detect and correct violations of the federal

securities la-ws -including the ICA and the Advisers Act.9

44 Rule 38a- also requires the board to elect Chief Compliance Officer CCO

The CCO is required to provide an annual written report to the board that addresses the operation

of the compliance policies and procedures of the mutual fund and each of its service providers

The report must also address any material -compliance matter which is defined to include

violation of the federal securities laws by the service provider or agents
thereof See 17 C.F.R

270.38a-le2i

45 In addition the CCO is required to meet in executive session with the independent

trustees at least once each year without the presence of anyone else such as fund management

or interested trustees other than independent counsel to the independent trustees This allows

the CCO and independent trustees to speak freely about any sensitive compliance issues of

concern to any of them including any reservations about the cooperativeness or compliance

practices of fund management or service providers

46 Accordingly the Trustee Defendants have primary responsibility for service

providers compliance with the federal securities laws including compliance with the

requirements of the Advisers- Act as- applicable in connection -with the distribution of Trust

The following deadlines were established in connection with the implementation of initial Rule

38a- board approval of the compliance policies and procedures of the mutual fund and each of

its service providers was required by October 2004 the first annual review of the adequacy

and effectiveness of the- funds and service providers policies and procedures was due by April

2006 and the first annual report by the CCO to the board to address the results of the annual

compliance review was required by June 2006

t00263857.DOCI



shares The Trustee Defendants were required to review and approve the compliance po1icies

and procedures in place at OppenheimerFunds Distributor The Trustee Defendants were

required to hold formal annual board reviews since at least June 2006 in which the Trustees

were required to evaluate the adequacy and effectiveness of OppenheimerFunds Distributors

compliance procedures

47 The Trusts CCO reports directly to the Trusts Board of Trustees The CCO

required to make annual compliance reports to the Board of Trustees including reports of any

material compliance matters facing OppenheimerFunds Distributor and the retail broker-

dealers that act as sub-agents for OppenheimerFunds Distributor including specifically any

icsues concerning compliance with the Advisers Act The CCO is also required to meet at least

anuallv in executive sessions with the independent Trustees to discuss material compliance

matters

DEFENDANTS DUTY TO COMPLY WITH THE ADVISERS ACT

48 The Trust has elected to act as the distributor of its own shares See SEC Rule

2b- 17 C.RR 270.1 2b- a2 company will be deemed to be acting as distributor of

securities of which it is the issuer if it engages directly or indirectly in financing

activitiesj The Trust is financing distribution activities including making compensation

payments to broker-dealers for sales of Trust shares and for on-going servicing of shareholders

out of Trust assets as allowed by SEC Rule 2b- Rule 12b- is silent on the form of

compensation The Trust is financing both transactional commissions and payments of Asset-

Based Compensation to broker-dealers out of its assets
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49 Because the Trust has elected to act as the distributor of its own shares

OppenheirnerFunds Distributor is acting on behalf of the Trust on an agency basis Pursuant to

contractual commitment in the distribution agreement between the Trust and OppenheimerFunds

Distributor the Trust pays Asset-Based Compensation to OppenheimerFunds Distributor In

turn OppenheimerFunds Distributor sub-appoints retail broker-dealer firms such as Merrill

Lynch to distribute Trust shares and receive compensation for servicing shareholders on an

agency basis on behalf of the Trust again because the Trust has elected to act as distributor of

its own shares The Asset-Based Compensation is calculated based on the average daily net

asset values of the particular shares held by each respective sub-agent broker-dealers customer

accounts holding Trust shares.1 In addition OppenheimerFunds Distributor makes revenue

sharing payments to broker-dealers based on daily net asset values of shares held in customer

accounts These payments are ongoing which means that they continue to be made to the

particular broker-dealer for as long as the shareholder owns Trust shares held in an account

serviced by that broker-dealer

50 Since October 2007 the Trust and OppenheimerFunds Distributor have

continued to make unlawful Asset-Based Compensation payments with respect to Trust shares

held in brokerage accounts In the language of SEC Rule 38a- these violations of the Advisers

Act by the Trusts service provider OppenheimerFunds Distributor and its agents the retail

broker-dealers constitute Material Compliance Matter that the Trust is obligated to prevent

For example in the fiscal year ending June 30 2009 the Trust funded payments of

approximately $2.5 million in Asset-Based Compensation to broker-dealers pursuant to Rule
2b- distribution plan for Class shares
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detect and correct In other words by authorizing payments in violation of the Advisers Act

the Trust and the board are in violation of their obligations under the ICA to police for violations

ol the Advisers Act

These unlawful payments of Asset-Based Compensation to broker-dealers in

connection with brokerage accounts improperly deplete the assets of the Trust and deprive Trust

shareholders of the protections and benefits of the advisory accounts to which they are entitled

under applicable law

52 Specifically in the period from July 22 2005 the effective date of the disclosure

requirements of SEC Rule 202a 11-I 12 to September 30 2007 the Trustee Defendants failed

ascertain whether OppenheimerFunds Distributor had compliance policies and procedures in

place to ensure that broker-dealers receiving Asset-Based Compensation payments iii connection

with Trust shares held in brokerage accounts that were opened in that period were in compliance

with the conditions set forth in former SEC Rule 202a 11-I for receipt of such compensation

In the period from October 2007 to present -the Trustee Defendants failed to ascertain whether

OppenheimerFunds Distributor had compliance policies and procedures in place to ensure that

Asset-Based Compensation is paid onl-y to registered investment advisers or broker-dealers that

are dual registrants and that Trust -shares upon which such compensation is paid are held in

advisory accounts governed by the Advisers Act

Moreover Rule 2b- also requires the Trustees to review at least quarterly written report

of the amounts so expended and the purposes for which such expenditures were made thus

providing the board with numerous additional opportunities to ascertain that Asset-Based

Compensation was improperly being paid in connection with brokerage accounts

12
The Final Rules revised disclosure requirements applied to brokerage accounts- opened on or

after July 22 2005 for which broker-dealers were relying on the new -rule to receive special

compensation See 70 Fed Reg 20424 20441 Apr 19 2005
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53 One way to maintain compliance with Section 36a arid SEC Rule 38a-l is to

promptly void unlawful contractual commitments The drafters of the ICA anticipated this need

by including Section 47b in the ICA 15 U.S.C 80a-46b which provides that either party

to coiliract that is made or whose performance involves violation of ICA or of any

pile reculalion or order thereunder may request court to void the contract or partial

recsion if the lawful portion may be severed from the unlawful portion of the contract

54 Together the foregoing provisions of the Advisers Act and the ICA prohibit

broker-dealers advising shareholders of mutual funds from receiving Asset-Based Compensation

on brokerage accounts and make it the affirmative obligation of the boards of mutual funds to

polce compliance including pursuing legal actions to void the funds contractual commitments

to ay such illegal compensation

ADDITIONAL DERIVATIVE AND DEMAND REQUIREMENT ALLEGATIONS

55 In addition to the allegations set forth above as described below plaintiff brings

this action derivatively in the right and for the benefit of the Trust to redress injuries suffered and

to be suffered by the Trust as direct result of the violations of law by OppenheimerFunds

Distributor and the Trustee Defendants for which demand on the Trusts Board of Trustees was

made The Trust is named as nominal defendant solely in derivative capacity

56 Plaintiff will adequately and fairly represent the interests of the Trust and its

shareholders in enforcing and prosecuting their rights

57 Through his
attorneys plaintiff made demand on the Trusts Board of Trustees

By letter dated January 2009 plaintiff demanded that the board cause the Trust arid its service

providers to cease funding and paying Asset-Based Compensation to broker-dealers in
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connection with Trust shares held in brokerage accounts in the United States to restore to the

Trust certain of such payments made in the past and to remedy the Trustees breaches of their

fiduciary duties of loyalty and due care and their waste of Trust assets See Exhibit

By email dated April 2009 attaching letter dated March 31 2009 counsel to

the Trustees of the Trust stated that the trustees retained independent counsel to advise them in

connection with your letter and they have established special committee to consider the issues

you raised We
expect

that the special committee will investigate those issues and will report its

conclusions to the board in due course See Exhibit

By letter dated September 17 2009 plaintiffs counsel requested an update on the

consideration of plaintiffs demand letter See Exhibit

60 By letter dated September 22 2009 the Trustees counsel reported that the

special committees investigation has not yet concluded and that plaintiffs counsel

may be contacted by the independent counsel to the special committee Schulte Roth Zabel

LLP prior to the completion of the committees assignment See Exhibit No such contact

occurred

61 By letter dated November 12 2009 the secretary to the Trust forwarded to

plaintiffs counsel copy of resolution adopted by the board of the Trust stating that the board

in the exercise of its business judgment and in light of its fiduciary duties under state and

federal law has concluded not to take the actions recommended to it in the Milberg Letter See

Exhibit

62 The boards response to the demand is wrongful refusal to act for the reasons

stated in this complaint and no business judgment is involved in the decision to continue
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violating the federal securities laws In any event the federal policies underlying the claims

asserted herein preempt any state law grounds for terminating this litigation Accordingly the

prosecution of these claims on shareholder derivative basis is appropriate

FIRST CAUSE OF ACTION

Contract Voiding Pursuant to Section 47b Of The ICA

Against Defendant OppenheimerFunds Distributor

63 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein

64 Section 47b of the ICA provides that contract made in violation of the ICA or

whse performance involves or will involve in the future violation of the ICA or any rule or

regtiation thereunder is unenforceable by either party and provides for whole or partial

scsion and restitution

65 fundamental purpose and structure of the ICA is to require independent board

membersthe only non-conflicted advocates for the Trust and its shareholdersto actively

police the service providers compliance with their fiduciary duties to the Trust and its

shareholders as reflected in ICA Section 36a and SEC Rule 38a-l promulgated thereunder

66 The Trust has elected to act as distributor of its own shares and has contractual

commitments to pay OppenheimerFunds Distributor and its sub-agents the retail broker-dealers

Asset-Based Compensation in connection with Trust shares held in brokerage accounts These

payments violate the Advisers Act one of the federal securities laws that the Trust and its board

are required to enforce

67 By the plain language of SEC Rule 38a-l it is the responsibility of the board to

police the service providers including OppenheimerFunds Distributor and their agents the
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retail broker-dealers that act on its behalf who are receiving compensation from the Trust for

compliance with the federal securities laws When there is an actual violation of the Advisers

Act by OppenheimerFunds Distributor or its agentsa Material Compliance Matter in the

language SEC Rule 38a-l--then the board is compelled to act to correct the violation

Thercfore voiding or reforming any contract containing payment provisions
that violate the

federal securities laws Material Compliance Matters is not merely an option for the board but

an affirmative obligation

68 The Trust is obligated to void the broker-dealer compensation provisions in its

Dstribution Agreement between the Trust and OppenheimerFunds Distributor because

rerformance involves violations of the ICA and SEC Rule 38a- By authorizing payments in

violation of the Advisers Act the Trust and the board are in violation of their obligations under

the ICA to police for violations of the Advisers Act by the Trusts service providers and agents

of service providers

69 Past unlawful payments to OppenheimerFunds Distributor and it-s sub-agents

pursuant to the Distribution Agreement constitute unjust enrichment to be restituted to the Trust

by OppenheimerFunds Distributor as follows for the period July 22 2005 to September 30

2007 the amount of past payments of Asset-Based Compensation to OppenheimerFunds

Distributor arid/or its sub-agents in connection with Trust shares held in brokerage accounts in

which the requirements of former SEC Rule 202a 11-I were not satisfied and for the period

of October 2007 to present the amount of Asset-Based Compensation in connection with

Trust shares held in brokerage accounts paid to OppenheimerFunds Distributor and/or its sub-

agents
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SECOND CAUSE OF ACTION

Breach of Contract Against Defendant OppenbeimrFtmtIs Distributor

70 Plaintiff incorporates by reference each of the foregoing allegations as if fully

.iteu

71 The Trust has elected to act as distributor of its own shares and has distribution

agreement with OppenheimerFunds Distributor and its sub-agents the retail broker-dealers for

rrov iding service to shareholders on an agency basis on behalf of the Trust and for payment of

compensation from Trust assets to OppenheimerFunds Distributor and the sub-agent retail

broker-dealers In the distribution agreement OppenheimerFunds Distributor on behalf of itself

and it sub-agent broker-dealers warrants that it will comply with the federal securities laws

72 In material breach of its contractual promise OppenheimerFunds Distributor

evns Asset-Based Compensation from the Trust in connection with Trust shares held in

brokerage accounts at its sub-agent retail broker-dealers in violation of the Advisers Act In

further breach of its contractual promise to abide by the federal securities laws

OppenheimerFunds Distributor makes payments of Asset-Based Compensation to the sub-agent

retail broker-dealers who maintain brokerage accounts holding Trust shares in violation of the

Advisers Act

73 To be in compliance with the Advisers Act OppenheimerFunds Distributor and

its sub-agent retail broker-dealers are required to either hold Trust shares in advisory

accounts not brokerage accounts in order to lawfully receive Asset-Based Compensation or ii

receive transactional commissions only
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74 As result of OppenheirnerFunds Distributors breaches there has been per se

\vaste of Trust assets for illegal payments causing harm to the Trust and its shareholders In

add it ion Oppenhei merFunds Distributors br-caches -of contract caused Trust shareholders to be

deprived of advisory accounts subject to the investor protections and benefits of the Advisers

Act

75 The Trust.s damages equal for the period of July 22 2005 to September 30

2007 the amount of past payments of Asset-Based Compensation to OppenheimerFunds

Distnbutor and/or its sub-agents in connection with Trust shares held in brokerage accounts in

which the requirements of former SEC Rule 202aI 1-I were not satisfied and for the period

of October 2007 to present the amount of Asset-Based Compensation in connection with

Trust shares held in brokerage accounts paid during the period to OppenheimerFunds Distributor

and/or its sub-agents

THIRD CAUSE OF ACTION

Breach of Fiduciary Duty Against The Trustee Defendants

76 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein

77 The Trustee Defendants are fiduciaries of the Trust and of all of its shareholders

and owe them the duty to conduct the affairs of the Trust loyally faithfully carefully diligently

and prudently This cause of action is asserted based upon the Trustee Defendants acts in

violation of state law which acts constitute breach of fiduciary duty

78 Each of the Trustee Defendants participated in the acts of mismanagement alleged

herein or acted in reckless disregard of the facts and law known to them and failed to exercise
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due care to prevent the misuse of Trust assets The Trustee Defendants became aware or should

have become aware through reasonable inquiry of the facts alleged herein including among

others the deficiencies in the compliance policies and procedures of the Trust and its service

providers permitting unlawful payments of Asset-Based Compensation to broker-dealers in

connection with Trust shares held in brokerage accounts The Trustee Defendants thereby

breached their duiy of care and loyalty to the shareholders of the Trust by failing to act as

ordinary prudent persons would have acted in like position

79 Each of the Trustee Defendants also engaged in an intentional dereliction of duty

and demonstrated conscious disregard for his or her responsibilities The Board of Trustees

had an affirmative duty to investigate the legality of the broker-dealer compensation payments

including through mandated quarterly reviews of 12b-l fee payments annual compliance

reviews of service providers and responding to material compliance matters as defined by

SEC Rule 38a- including determining whether Trust shares were held in brokerage accounts

The Trustee Defendants thereby acted in bad faith to the shareholders of the Trust by failing to

act as ordinary prudent persons would have acted in like position

8ft As result of the foregoing the Trust has suffered considerable damage to and

material diminution in the value of its assets paid as illegal compensation to OppenheimerFunds

Distributor and its sub-agents

81 Each of the Trustee Defendants singly and in concert engaged in the aforesaid

conduct in reckless disregard and/or intentional breach of his or her fiduciary -duties to the Trust

82 Plaintiff on behalf of the Trust seeks declaratory and injunctive relief and

damages and other relief for the Trust as -hereinafter set forth
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FOURTH CAUSE OF ACTION

Waste of Trust Assets Against The Trustee Defendants

83 Plaintiff incorporates by reference each of the foregoing allegations as if fully

stated herein

84 As result of authorizing unlawful Asset-Based Compensation to be paid from

Trust assets to OppenheimerFunds Distributor and its sub-agents and by failing to properly

consider the interests of the Trust and its shareholders by failing to conduct proper supervision

the Trustee Defendants have caused per se waste of valuable Trust assets through illegal

payments from Trust assets

85 As result of the waste of Trust assets the Trustee Defendants are liable to the

Trust

86 The Trust has no adequate remedy at law

PRAYER FOR RELIEF

WHEREFORE plaintiff demands judgment on behalf of the Trust as follows

Determining that this action is proper derivative action maintainable

under law that the demand requirement was satisfied and that demand was wrongfully refused

Against each Defendant for restitution and/or damages in favor of the

Trust and its shareholders

Declaratory and injunctive ielief as permitted by law including attaching

impounding imposing constructive trust on or otherwise restricting the Asset-Based

Compensation previously paid to OppenheimerFunds Distributor and enjoining the Trust and

OppenheimerFunds Distributor from any further payments of Asset-Based Compensation to

broker-dealers -in connection with Trust shares held in brokerage accounts in the United States

Awarding pre-judgment interest on all monetary damages
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le Awarding plaintiff the costs and disbursements of this action including

reasonable attorneys accountants and experts fees and

Granting such other and further relief as this Court may deem just and

proper

JURY TRIAL DEMANDED

Plaintiff hereby demands trial by jury
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DATED March 19 2010

Respectfully submitted

si Jeffrey Chase

Jeffrey Chase

Andrew Myers

JACOBS CHASE FRICK KLEINKOPF KELLEY LLC

1050 17th Street Ste 1500

Denver CO 80265

Telephone 303-685-4800

Fax 303-685-4869

E-mail jchase @jacobschase.com

amyers@jacobschasecom

Michael Spencer

Janine Pollack

MILBERG LLP

One Pennsylvania Plaza

New York NY 10119-

Telephone 212-594-5300

Fax 212-868-1229

E-mail mspencer@milberg.com

jpol1ack@mi1berg.com

Lee Weiss

BROWNE WOODS GEORGE LLP

49 West 37th 15th pj

New York NY 10018

Telephone 212-354-4901

Fax 212-354-4904

E-mail lweiss@bwgfirm.com
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Ronald Uitz

UITZ ASSOCIATES
Th29 Street NW Ste 300

Washington DC 20006

Telephooe 202-296-5280

Fax 202-521-0619

E-mail ron877yahoo.com

Alfred Yales Jr

LAW OFFICE OF ALFRED YATES JR P.C

519 Allegheny Building

429 Forbes Ave

Pittsburgh PA 15219

Telephone 412-391-5164

Fax 412-471-1033

E-mail yates1awao1.com

ATTORNEYS FOR PLAINTIFF
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Miche1 Sperteer

Direct Dial 212-946-9450

inpencer@inibergcorn

January 2009

Board of Trustees

oppenheimer Gold Special Minerals Fund

6803 Tucson Way
Centennial CO 80112-3924

Re Shareholder Demand For Cessation

and Restoration of Certain Payments to Broker-Dealers

Dear Members of the Board ofTnistees

This letter is sharsholder demand that the Board of Trustees of Oppenheimer Gold

Special Minerals Fund the Trust immediately cause the Trust to cease funding and

permitting the payment of ongoing non-transactional asset-based compensation Asset-Based

Compensation to broker-dealers in connection with Tnist shares held in brokerage accounts in

the United States and take all necessary and reasonable steps to restore to the Trust all

payments of such Asset-Based Compensation in the.past

This letter is submitted on behalf of Bradley Smith who owns Class shares of the

Oppenheimer Gold Special Minerals Fund OGMCX His shares are held in brokerage

account at Men-ill Lynch

The Trust has elected to act as distributor of shares of which it is the issuer Pursuant to

written distribution plans adopted by the Board the Trust pays for distribution-related services

from the Trusts assets including payments of Asset-Based Compensation to broker-dealers

The Trust has appointed OppenheimerFunds Distributor Inc OFD as the Trusts

exclusive agent forperfbrming distribution-related services either directly or through third

parties Distribution agreements between the Trust and OFD authorize payments of Asset-Based

Compensation to broker-dealers These payments are set at an annual percentage rate of average

daily net asset valuesof shares of the Trust and are disbursed quarterly For example in the

fiscal year ending June 30 2008 the Trust funded payment of approximately $3.4 million in

Asset-Based Compensation to broker-dealers pursuant to distribntionplan for Class shares

Milberg LLP
One Penasylvania Plaza New York NY 10119-0165 212 594-53X- Fpx 212868-1229- wwmilberg.com



January 2009

Page

Additional Asset-Based Compensation payments to broker-dealers are described as revenue

sharing payments

Payment of Asset-Based Compensation to broker-dealers in connection with brokerage

accounts is unlawful under the Investment Advisers Act of 1940 as confirmed in Financial

Planning Association SEC 482 F.3d 481 JIC Cir 2007

Smith asserts that present and fonner Trustees acted with malfeasance and/or failed to

properly exercise adequate oversight in approving imlawfulAsset-BasedCornpensationto

broker-dealers which caused waste and injulyto the Trust and reduced shareholders investment

returns

Smith demands that the Board of Trustees

Cause the Trust to cease funding or permittingpayments of Asset-Based

Compensation to broker-dealers in connection with shares of the Trust held in brokerage

arcounts in the United States and terminate or reform all distribution plans and distribution

agrccments by which the Trust funds or permits such unlawful payments

Take all reasonable and necessary steps including litigation to restore to the

Trust all payments of Asset-Based Compensation to bmdcerdealers in connection with shares of

the Trust held in brokerage accounts in the United States including but not limited to obtaining

recovery from present and former Trustees of the Trust and/or OFD

We respectfully request response to this demand within 60 days If satisfactory

response is not received we intend to commence derivative action on behalf of the Trust

Sincerely

Michael Spencer
Certified Mail

Return Receipt Requested

Milberg LLP



Oppenheimer Gold Precious Minerals Fund Page of

Spencer Michael

From Feiman Ronald

Sent Thursday April02 20091206 PM

To Spencer Michael

Subject Oppenheimer Gold Precious Minerals Fund

Attachments KL242598800-v2-First_Response_to_MilbergoemandreGoldFund.Doc$

Following the formation of special committee of the board of trustees on March 27 2009

KL242598800-First_Response_toMilberg_Demand_re_GoId_Fund.DQCo

Ronald Feiman

Partner

Kramer Levin Naftails Frankel 112

1177 vene of the Americas

New York New York 10036

Tel 212-715-9550

Fax 2i2715-8250

Email RFeIman@KRAMERLEVIN.com

htto//www krarnerleyin.com

IRS Circular 230 disclosure To ensure compliance with requirements imposed by the IRS we infonn you that tax

advice contained in this communication including unless otherwise provided any attachments was not intended or

written to be used and cannot be used for the purpose of avoiding tax-related penalties under the Internal Revenue

Code or iipromoting marketing or recommending to another party any matters addressed herein

This communication incluthng any attachments is Intended solely for the recipients named above and may contain Information that is

corthdential privileged or legally protected Any unauthorired use or dissemination of this communication is strictly prohibited If you have received

this communication In enor please immediately notify the sender by retim e-mail message and delete eli copies of the original communication

Thank you for your cooperation

1/20/2010



KRAMER LEVIN NAFTALIS FRANKEL LLP

March 312009

VIA EMAIL AND FIRST CLASS MAIL

Michael Spencer

Milberg LLP

One Pennsylvania Place

New York NY 10119-0165

Re Oppenheimer Gold Special Minerals Fund

the Fund

Dear Mr Spencer

We are counsel to the trustees of the Fund and we are writing to respond to your

letter dated January 2009 concerning certain payments to broker-dealers The trustees retained

independent counsel to advise them in connection with your letter and they have established

special committee to consider the issues you raised We expect that the special committee will

investigate those issues and will report its conclusions to the board in due course In the

rieantirne ifyou would like to discuss this matter please do not hesitate to contact mc

Very truly yours

Ronald M.Feiman

1177 AvuquE OThE AMERIcs NEW YoRE NY 10036-2714 PHox 212.715.9100 FX 232.715.8000 WWW.XRAMERLEVgI.COM

ALSO 147 Avvwz Hoc 750$Fct
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DETROIT

Michae Spencer

Direct DiaL 212-946-9450

mspencer@mi1bergcem

Septernber17200

VIA EMAIL AND PEST CLASS MAIL

Ronald Feirnan Esq
Kramer LevinNaftalis Frankel LU
1177 Avenue of the Americas

New York NY 10036-2714

Re Oppenheimer Gold Special Minerals Fund

Re Oppenheimer Quest fbr Value Funds

Dear Mr Feiman

have not received any correspondence from you since your March 312009 letter

reporting that independent counsel bad been retained and special committees established by the

trustees of the respective trusts captioned above to consider the issues raised by my clients

shareholder demand letters

Please let me know if we should expect any response or comment from the Boards

coucenilug the substantive merits of the proposed litigations

Sincerely

44
Michael Spencer

One Pennyvania Paza New York New York 10119- 1212.594.5300 212.568.1229- milberg.com



KRAMER LEVIN NAFTALIS FRANKEL LLP

September 22 2009

VIA EMAIL AND FIRST CLASS MAIL

Michael Spencer

Milberg LLP

One Pennsylvania Place

New York NY 20119-0165

Re Qppenheimer Gold Special Minerals Fund

fthe Fund

Dear Mr Spencer

hi response to your letter dated September 17 2009 we can inform you that at its

regularly scheduled board meeting last week the special committee that had been appointed to

review the issues you raised in your previous letters to the Fund reported on the status of its

investigation which has not yet concluded You may-be contacted by the independent counsel to

the special committee Sehuite Roth Zabel EL prior to the completion of the committees

assignment

Very truly yours

Ronald Feinian

177 AvuWe OP mEAMEEICAS NEW Yogx NY 10036-2714 PHONE 212.715.9100 Px 212.715.8000 WWW.MEBZZVINC0M

Also 47Aviptje Hoa 75008 PAlus FLENCZ



Oppenheimer Gold Special Minerals Fund

6803 South Tucson Way
Centennla Colorado 80112

Robert Zaes

Secretay

November 122009

Via Fax and

Cerhjied Mail

Return Receipt Requested

Michael Spencer

MilbergLLP

One Pcnnsylvania Plaza

New York NYlOl 19-0165

Lar Mr Spencer

As Secretary of Oppenheimer Gold Special Minerals Fund the Fund have been

instructed by-the BoardofTtustees of the Fund to advise you that the Board of Trustees has

received and revicwedyour letter dated January 82009 and at meeting of the Board of

rustees on this date has taken the action set forth in the attached resolutions duly adopted by the

Board at its meeting

Very truly yours

Robert G.Za

Secretary

Attachment

cc Board of Trustees Oppenheimer Gold Special Minerals Fund

Ronald Feiman Esq

Mibcrg LLP-Ldfler-OOM Special M1ncai5 Fund4l-flO94oc



The Board of the Oppenheimer Gold Special Minerals Fund the Fund adopts the

following preamble and resolutions

WWEREASon or about January 82009 Milberg LLP sent letter to the Board

on behalf of shareholder of the Fund demanding that the Board Cause the

to cease funding or permitting payments Asset-Based Compensation to

broker-dealers in connection with shares of the held in brokerage accounts

in the United States and terminate or reform all distribution plans and distribution

agreements by which the funds or permits such unlawful payments and

Take all reasonable and necessary steps including litigation to restore to the

all payments of Asset-Based Compensation to broker-dealers in

connection with shares of the held in brokerage accounts in the United

States including but not limited to obtaining recovery from present and former

Trustees of the and/or Distributor Inc the

Miberg Letter and

WHEREAS the Board formed special litigation committee the 4Commniflee

to investigate the allegations raised in the Milberg Letter and appointed Mary Ann

Tynan Trustee of the Fund as the sole member of the Committee and

WHEREAS the Committee retained Sthuite Roth Zabel LLP CSRZ to

represent
and advise the Committee iii its investigation and review of the matters

set forth in the Milberg Letter and

WHEREAS Milberg LLP filed complaint against among others

Franklin/Templeton Distributors Inc in the United States District court for the

Northern District of California San Francisco Division captioned Smithy

Franklintlempleton Distributors Inc Index No 09-cv-4775 which contains

allegations similar to those raised in the Milberg Letter and

WHEREAS SRI provided its report to the Committee which report was

presented to the Board by Ms Tynan end discussed and considered by the Board

at this meeting

NOW THERZFORE BE IT

RESOLVED that based on the SRI report and the recommendation of the

Committee the Board including each member of the Board who is not an

interested person as defined by the Investment Company Act of 1940 of the

Fund in the exercise of its business judgment and in light of its fiduciary duties

under state and federal law has concluded not to take the actions recommended to

it in the Milberg Letter

AND FURTHER

DOC 10-11011652.2



RESOLVED that the of the Fund be and hereby is authorized and

directed to prepares
with the advice of legal counsel and to send response to

Miberg LU infonning Milberg LLP of the determination of the Board with

respect to theMilberg Letter

DCC ID-I 10fl652i


